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CHAPTER 6 


AUDITOR-GENERAL AUDIT FINDINGS 


Section 188(l)(b) of the Constitution of the Repuhiic of South Africa, 1996 states that the functions of the Auditor-Generai inciudes the 
auditing and reporting on the accounts, financiai statements and financiai management of aii municipaiities. 

Section 45 of the Locai Government: Municipai Systems Act, 2000 (Act No 32 of 2000) states that the resuits of performance 
measurement must he audited annuaiiy hy the Auditor-Generai. 

The Report of the Auditor-Generai on the Municipaiity’s Financiai Statements for the year ended 30 June 2012, as weii as the Report of 
the Audit Committee for the 2011/12 financiai year are attached hereto. 
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AUDITOR-OENERAL 
SOUTH AFRICA 


The Municipal Manager 

Chief Albert Luthuli Local Municipality 

Private Bag X719 

Carolina 

1185 

12 December 2012 


Reference: 02144REG11-12 


Dear Sir 


Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Chief Albert Luthuli local municipality for the year ended 30 June 2012 

1 . The above-mentioned report of the Auditor-General is submitted herewith in terms of section 
21 (1 ) of the Public Audit Act of South Africa read in conjunction with section 1 88 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

2. In terms of section 121(3) of the MFMA you are required to include the audit report in the 
municipality's annual report to be tabled. 

3. Until the annual report is tabled as required by section 127(2) of the MFMA the audit report 
is not a public document and should therefore be treated as confidential. 

4. Prior to printing or copying the annual report which will include the audit report you are 
required lo do the following; 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications. 

• The signature Audtor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa's logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format. 

5. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 

6. Your cooperation to ensure that all these requirements are met would be much appreciated 
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Kindly acknowledge receipt of this letter. 


Yours sincerely 



Enquiries: Daniel Radebe 

Telephone: (01 3) 756 0800 
Fax: (013) 756 0879 


REPORT OF THE AUDITOR-GENERAL TO THE MPUMALANGA PROVINCIAL 

LEGISLATURE AND THE COUNCIL ON THE CHIEF ALBERT LUTHULI LOCAL 

MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financiai statements of the Chief Aibert Luthuli Local Municipality set out 
on pages xx to xx, which comprise the appropriation statement, the statement of financial 
position as at 30 June 2012, the statement of financial performance, statement of changes 
in net assets and cash flow statement for the year then ended, and the notes, comprising a 
summary of significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Municipal Finance Management Act of South Africa. 2003 (Act No. 56 of 2003) (MFMA) 
and the Division of Revenue Act of South Africa. 201 1 (Act No. 6 of 2011) (DoFtA), and for 
such internal control as the accounting officer determines is necessary to enable the 
preparation of financial statements that are free from material misstatement, whether due to 
fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa 2004 (Act 
No. 25 of 2004) (PAA), the general notice issued in terms thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my qualified audit opinion 



Basis for qualified opinion 

Accumulated surplus 

6. During 201 1, 1 was unable to obtain sufficient appropriate audit evidence about income and 
expenditure for the year ended 30 June 2011, reflected as R64 420 681 and R1 19 916 806, 
respectively. I was unable to confirm the income and expenditure by alternative means. 
Consequently, I was unable to determine whether any adjustments to the accumulated 
surplus as at 30 June 201 1 were necessary. My audit opinion on the financial statements 
for the year ended 30 June 201 1 was modified accordingly. My opinion on the current 
period’s financial statements is also modified because of the possible effect of this matter 
on the comparability of the current period’s figures. 

Cash and cash equivalents 

7. I could not obtain sufficient appropriate audit evidence, nor did the municipality’s records 
permit the performance of alternative audit procedures, to obtain reasonable assurance as 
to the completeness as well as valuation and allocation of cash and cash equivalents of 
R9 203 292 disclosed in the statement of financial position. This was due to the following: 

• The bank reconciliation reflected an unreconciled difference of R4 424 410. 

• Long-outstanding items of R2 1 13 490 were reflected in the bank reconciliation. 

Consumer receivables 

8. I could not obtain sufficient appropriate audit evidence, nor did the municipality’s records 
permit the performance of alternative audit procedures, to obtain reasonable assurance as 
to the existence, completeness, valuation and allocation as well as rights of the gross 
balance of consumer receivables of R244 954 300 (2011: R209 174 434) and the provision 
for bad debt of R198278 172 (2011: R169 014 885), as disclosed in note 11 to the financial 
statements, and the net balance of consumer receivables of R46 676 1 28 

(2011: R40 1 59 549), as disclosed in the statement of financial position, as supporting 
documents could not be provided. 

T rade and other payables 

9. A disclaimer of opinion was issued on the prior year’s financial statements, and I was 
unable to determine the extent of the effect of these limitations on trade and other payables 
as at 30 June 2012, Including the comparative amounts disclosed in the financial 
statements. 

Property, plant and equipment 

10. During 2011,1 was unable to obtain sufficient appropriate audit evidence about property, 
plant and equipment as at 30 June 2011, reflected as R725 351 621. 1 was unable to 
confirm property, plant and equipment by alternative means. Consequently, I was unable to 
determine whether any adjustments to this amount were necessary. My audit opinion on 
the financial statements for the year ended 30 June 201 1 was modified accordingly. My 
opinion on the current period’s financial statements is also modified because of the possible 
effect of this matter on the comparability of the current period’s figures. 



Cash flow statement 


11. I was unable to obtain sufficient appropriate audit evidence as to the completeness and 
accuracy of the cash flow information, due to the items contributing to the qualified opinion 
that affected the items in the statement of financial position and the statement of financial 
performance. 

Qualified opinion 

12. In my opinion, except for the possible effects of the matters described in the basis for 
qualified opinion paragraphs, the financial statements present fairly, in all material respects, 
the financial position of the Chief Albert Luthuli Local Municipa ity as at 30 June 2012 and 
its financial performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matter 

13. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Material impairments 

14. At 30 June 2012, the municipality had receivables for consumer debtors totalling 
R30 025 486, as disclosed in note 34 to the financial statements, which had been 
outstanding for more than 12 months. The recoverability of these amounts is doubtful. 

Additional matter 

15. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary information 

16. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited this 
schedue and, accordingly, I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

17. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion 

Predetermined objectives 

18. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages ... to ... of the annual 
report. 



19. The reported performance against predetermined objectives was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance with the Mational 
Treasury’s annual reporting principles and whether the reported performance is consistent 
with the planned development priorities or objectives. The usefulness of information further 
relates to whether indicators and targets are measurable (i.e. well defined, verifiable, 
specific measurable and time bound) and relevant as required by the National Treasury’s 
Framework for managing programme performance information (FMPPI). 

20. The reliability of the information in respect of the selected development priorities is 
assessed to determine whether it adequately reflects the facts (i.e. whether it is valid, 
accurate and complete). 

21. The material findings are as follows: 

Usefulness of information 

Presentation 

22. Improvement measures in the annual performance report for a total of 99% of the planned 
targets not achieved were not disclosed, as requ red by section 46 of the Local 
Government: Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) (MSA). This 
was due to inadequate internal policies and procedures over the processes pertaining to 
the reporting of performance information. 

Consistency 

23. Section 41 (c) of the MSA requires that the integrated development plan should form the 
basis for the annual report, therefore requiring the consistency of objectives, indicators and 
targets between planning and reporting documents. The following shortcomings were noted 
in this regard: 

• A total of 40% of the reported targets were not consistent when compared to the 
planned targets. 

• A total of 40% of the reported objectives were not consistent when compared to the 
planned objectives. 

• A total of 40% of the reported indicators were not consistent when compared to the 
planned indicators. 

Additional matter 

24. I draw attention to the matter below. This matter does not have an impact on the audit 
findings on predetermined objectives reported above. 

Achievement of planned targets 

25. Of the total number of 1 79 planned targets, only 1 35 were achieved during the year under 
review. This means that 25% of the total planned targets were not achieved during the year 
under review. This was mainly due to the fact that indicators and targets were not suitably 
developed during the strategic planning process. 



Compliano with laws and regulations 


26. I performed procedures to obtain evidence that the entity has complied with applicable laws 
and regulations regarding financial matters, financial management and other related 
matters My findings on material non-compliance with specific matters in key applicable 
laws and regulations as set out in the general notice issued in terms of the PAA are as 
follows: 

Annual financial statements, performance report and annual report 

27. The annual financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 122 of the MFMA. Material 
misstatements identifed by auditors were not adequately corrected, which resulted in the 
financial statements receiving a qualified audit opinion. 

Expenditure management 

28. Money owing by the municipality was not always paid within 30 days of receiving an invoice 
or statement, as required by section 65(2)(e) of the MFMA. 

29. The accounting officer did not take reasonable steps to prevent irregular as well as fruitless 
and wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

Procurement and contract management 

30. Awards were made to providers who are persons in the service of other state institutions in 
contravention of the requirements of Supply Chain Management (SCM) Regulation 44. 
Furthermore, the providers failed to declare that they are in the service of the state as 
required by SCM Regulation 13(c). 

31 . Awards were made to providers who are persons in the service of the municipality in 
contravention of SCM Regulation 44. Furthermore, the providers failed to declare that they 
are in the service of the municipality as required by SCM Regulation 13(c). 

Revenue management 

32. The accounting officer did not take all reasonable steps to ensure that the municipality had 
effective revenue collection systems consistent with section 95 of the MSA and the 
municipality’s credit control and debt collection policy. 

Internal control 


33. I considered internal control relevant to my audit of the financial statements, annual 

performance report and compliance with laws and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that 
resultec in the basis for the qualified opinion, the findings on the annual performance report 
and the findings on compliance with laws and regulations included in this report. 



Leadership 


34. The accounting officer did not exercise oversight responsibility over reporting, compliance 
with laws and regulations as well as internal control. 

35. The accounting officer did not develop and monitor the implementation of action plans to 
address internal control deficiencies. 

Financial and performance management 

36. Proper 'ecord keeping was not implemented in a timely manner to ensure that complete, 
relevant and accurate information was accessible and available to support financial and 
performance information. 

37. Controls were not implemented over daily and monthly processing and reconciling of 
transactions. 

38. Regular, accurate and complete financial and performance reports, which were supported 
and evidenced by reliable information, were not prepared. 

39. Compliance with applicable laws and regulations was also not reviewed and monitored on a 
regular basis. 


^oirod - c _ 

Nelspruit 

30 November 2012 



AUDITOR-GENERAL 
SOUTH AFRICA 


Ajdiling to build public confidence 



REPORT OF THE AUDIT COMMITTEE 


We are pleased to present our annual report for the financial year ended 30 June 2012. 

Audit Committee Membership and meetings 

The current Audit Committee consist of four members of which three (3) members were appointed in February 2011 and one 
(1) member was appointed in June 2012, to discharge the responsibilities as set out in section 166 of MFMA. The Audit 
Committee held a total of seven (7) meetings for the financial year 2011/2012. 

The Audit Committee members are listed hereunder and meet at least four times a year or more when the need arise. 

Previous Audit Committee members: 



Name of Member 

Portfolio 

No of meetings attended 

1. 

Mr M P Malaka 

Chairperson 

7 

2. 

Mr T Gafane 

Member 

7 

3. 

Mr X K Khumalo (CA) SA 

Member 

7 

4. 

Ms T Giwu 

Member 

D 


Audit Committee Responsibility 

The Audit Committee adopted appropriate formal terms of reference as contained in the Audit Committee charter approved by 
the Municipal Council and has regulated its affairs in compliance with the charter and has discharged all its responsibilities as 
contained therein supported by the Internal Audit unit. 

The Effectiveness of Internai Control Systems 

The system of internal control is designed to manage risk in the municipality and to ensure that the municipality is able to 
achieve its objectives and goals. The Internal Auditor and Auditor-General of South Africa’s reports have revealed certain 
weaknesses in the internal control systems of the municipality particularly in the account payables and receivables relating to 
water transactions. The Audit Committee of the view that internal control systems are partially effective and concurs with 
management that the intricacies involved in the water transactions with local municipalities need to be resolved at a higher 
level. Management is committed to address these issues without delay, a committee made up of Mayors, Municipal Managers 
and Senior officials of the affected municipalities has been established and meet regularly to eliminate the remaining 
milestones. 

Risk Management 

A formal risk assessment was conducted by the Risk Management unit to review the risk exposure to the municipality in order 
to put together an action plan to address the weaknesses and risks identified. 

Internal audit function and its effectiveness 

In line with the PFMA and King III Report on Corporate Governance requirements. Internal Audit provides the Audit 
Committee with assurance that the internal controls are adequate and effective and that it has addressed the risks pertinent to 
the municipality. 

The committee is of the view that the unit was effective for the year 2011/12 as it was able to discharge its responsibilities as 
set out in the approved audit plan and section 165 of the Municipal Finance Management Act. 

Risk areas of the municipality covered in the scope of internai and external audit work 

The Audit Committee is of a view that certain risk areas were not fully addressed for the year under review. The recording of 
revenue from satellite offices and assets management could not be resolved in order to achieve fair disclosure. Where 
deficiencies were noted, the Audit Committee is satisfied that appropriate management action is being taken by the high-level 
committee mentioned elsewhere in this report to address these challenges. 

The Quality of in year management and monthly/quarterly reports Accounting and auditing concern identified 

The Audit Committee is satisfied with the content of the reports issued by the municipality during the year under review. The 
Audit Committee is of the view that the quality of reports presented enables it to inform itself on the state of the municipality, 
and therefore they were satisfied with the standard and content presented. 

The Audit Committee will monitor the processes and procedures designed and implemented to ensure that there is 
consistency and further improvement in the quality of performance information for the forthcoming financial year 

Compliance with legal and regulatory provisions 

The municipality was able to prepare and present its Annual Financial statements in terms of section 126 (l)(a) of the MFMA 
for the year under review. 


The relationship between management and Auditor-General of South Africa (AGSA) has significantly improved and all matters 
that needed management attention were subsequently addressed. 

Evaluation of Annual Financial Statements 

The Audit Committee was able to review and discuss changes in accounting policies, practices and significant adjustments to 
be included in the annual financial statement prior to the commencement of the audit by tbe Auditor-General of South Africa. 

It is the view of the Audit Committee that the municipality has improved from the previous year as issues raised by the Auditor 
General were adequately addressed except for accounting errors which management was unable to correct timeously wbicb 
had an adverse effect on the Municipality audit outcomes. 

The Audit Committee concurs and accept the Auditor-General’s conclusion on the Annual Financial Statements and 
Performance report and is of the opinion that the audited Annual Financial Statements and Performance Report should be 
accepted and read together with the report of the Auditor-General of South Africa. 


On behalf of the Audit Committee 
Mr M P Malaka 
(Chairperson) 


ANNUAL FINANCIAL STATEMENTS 


An audited copy of the Annual Financial Statements for the 2011/12 financial year is attached hereto. 
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EXCERPTS FROM THE MINUTES 
OF THE CHIEF ALBERT LUTHULI MUNICIPAL COUNCIL 
ON THE SUBMISSION AND TABLING 
OF THE DRAFT ANNUAL REPORT 
FOR THE 2011/12 FINANCIAL YEAR 


Chief Albert Luthuli Municipality 

The transparent, innovative and deveiopmentai municipaiity that improves the quaiity of life of its people 
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Carolina 1185 
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Mpumalanga 

Elukwatini 

Ekulindeni 

+27 (0) 17 298 1542 

+27 (0) 17 299 1522 





Telephone 

Fax 

e-mail 

web 

+27 (0) 17 843 4000 
+27 (0) 17 843 4001 
mm@>albertluthuli.gov.za 
www.albertluthuli.gov.za 


All correspondence to be addressed to 
THE MUNICIPAL MANAGER 


Our Ref : 2/1/8 

Your Ref: 

Enquiries: PANkosi 
Contact: 017 843 4088 


TO WHOM IT MAY CONCERN 


EXCERPT FROM THE MINUTES OF A MEETING OF THE CHIEF ALBERT LUTHULI MUNICIPAL 
COUNCIL HELD AT CAROLINA ON 30 JANUARY 2013 


ANNUAL REPORT : SUBMISSION AND TABLING OF THE REVISED DRAFT ANNUAL REPORT FOR 
THE 2011/12 FINANCIAL YEAR 

Resolved 

That 

1. Council takes note of the revised Draft Annual Report for the 2011/12 financial year. 

2. Council approves the revised draft Annual Report for the 2011/12 financial year for members of the 
community to make comments and inputs. 

3. The MPAC considers the comments/inputs/representations from members of the community and 
presents an oversight report to Council by the end of March 2013. 


SIGNED AT CAROLINA ON 14 FEBRUARY 2013. 


V N MPILA 

MUNICIPAL MANAGER 

CLl. 383/30012013 
-les 


CONFIDENTIAL 


CL 30/01/2013 


C01/01/13/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


CL1.383 Resolved 

That 

1. Council takes note of the revised Draft Annual Report for the 2011/12 financial year. 

2. The MPAC considers the comments/inputs/representations from members of the 
committee and presents an oversight report to Council by the end of March 2013. 




CONFIDENTIAL 


MC 30/01/2013 


M01/01/13/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


MC2.001 Recommended 
That 

1. Council takes note of the revised Draft Annual Report for the 2011/12 financial year. 

2. The MPAC considers the comments/inputs/representations from members of the 
committee and presents an oversight report to Council by the end of March 2013. 




CONFIDENTIAL 


MC 30/01/2013 


M01/01/13/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


REPORT : MUNICIPAL MANAGER 


1. Purpose 

To table to council the revised draft Chief Albert Luthuli Municipality Annual Report 
for the 2011/12 financial year for consideration in terms of section 127 of the Local 
Government: Municipal Finance Management Act, 2003 (Act No 56 of 2003) (the 
MFMA). 

2. Background and Discussion 

The revised draft Chief Albert Luthuli Municipality Annual Report for the 2011/12 
financial year (the Report) was tabled in Council for consideration at its Special 
Meeting held on 28 November 2012. Council resolved that the Report be referred 
back for revision of those components that can be revised. 

3. Human Resource Application 

The preparation work will be done in-house by the staff of the Performance 
management Section. The printing of the Report will be outsourced. 

4. Legal Implications 

Section 127 read with section 129 of the MFMA under Chapter 12: Financial 
Reporting and Auditing, and section 21 of the Local Government: Municipal Systems 
Act, 2000 (Act No 32 of 2000) (the MSA). 

5. Financial Implications 

Publication of the notice in the press and in radio broadcasts in terms of section 
127(5) of the MFMA read with section 21 of the MSA making public the Report and 
inviting the local community to submit representations in connection with the Report, 
and publication of the approved Annual Report for the 2011/12 financial year. 

6. Recommendations 
That 

1. Council takes note of the revised draft Annual Report for the 2011/12 
financial year. 

2. Council approves the Report for submission to members of the community 
to make comments and inputs. 




CONFIDENTIAL 


CL 12/12/2012 


C02/12/12/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


CL1.331 Resolved 

That 

Council refers the Draft Annual Report for the 2011/12 financial year back for incorporation 
of the Report of the Auditor-General and the Annual Financial Statements for the 2011/12 
financial year, and the complete report be considered in a Council meeting in January 2013. 




CONFIDENTIAL 


MC 12/12/2012 


C02/12/12/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


REPORT : MUNICIPAL MANAGER 


1. Purpose 

To table in the Council the Chief Albert Luthuli Local Municipality Draft Annual 
Report for the 2011/12 financial year for consideration in terms of section 127 of the 
Local Government: Municipal Finance Management Act, 2003 (Act No 56 of 2003) 
(the MFMA). 

2. Background and Discussion 

The Chief Albert Luthuli Local Municipality Draft Annual Report (the Report) for the 
2011/12 financial year was tabled in the Council for consideration at its Special 
Meeting held on 28 November 2012. Council resolved under Resolution Number 
CL1.299 that inter alia it refers the report back for revision, and it be submitted back 
in the next Special Council meeting, and the Audit Committee be involved in the 
report. 

3. Human Resource Implications 

The preparation work will be done in-house by the staff of the Performance 
Management Section. The printing of the Report will be outsourced. 

4. Legal Implications 

Section 127 read with section 129 of the MFMA in Chapter 12: Financial Reporting 
and Auditing, and section 21 of the Local Government: Municipal Systems Act, 2000 
(Act No 32 of 2000) (the MSA). 

5. Financial Implications 

Publication of the notice in the press and in radio broadcasts in terms of section 
127(5) of the MFMA read with section 21 of the MSA making public the Report and 
inviting the local community to submit representations in connection with the Report, 
and publication of the approved Annual Report for the 2011/12 financial year. 

6. Recommendations 
That 

1. Council comments on the Draft Annual Report for the 2011/12 financial year 
and makes a statement as to whether Council: 

a) Approves the Annual Report with or without reservations; 

b) Rejects the Annual Report; 

c) Refers the Annual report back for revision of those components 
that can be revised. 

2. Council refers the Draft Annual Report for the 2011/12 financial year to the 
Oversight Committee and the Audit Committee. 




CONFIDENTIAL 


CL 28/11/2012 


C01/10/12/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


CL1.299 Resolved 

That 

1. Council takes note of the report. 

2. Council refers the report back for revision and it be submitted back in the next 
Special Council meeting, and the Audit Committee be involved in the report. 




CONFIDENTIAL 


MC 16/10/2012 


M02/10/12/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


REPORT : MUNICIPAL MANAGER 


1. Purpose 

To submit to Council the Chief Albert Luthuli Local Municipality Draft Annual Report 
for the 2011/12 financial year. 

2. Background 

The fourth quarter report was submitted to the Mayoral Commit and Council and it 
was resolved that all the quarters be consolidated immediately to form the annual 
report and be submitted to the next Mayoral Committee, to the Auditor-General, and 
the Department of Co-operative Governance and Traditional Affairs (CoGTA). 

The reports were consolidated and a draft Annual Report was submitted on 30 
August 2012 electronically to all the stakeholders, and a hard copy was physically 
submitted on 3 September 2012, and the report was used by the Performance Audit 
Committee to evaluate the performance of the Municipal Manager, the Section 56 
Managers, as well as other Contract Managers. 

Municipal departments were given the opportunity to fine-tune their reports in line 
with the findings of the Performance Audit Committee during the annual evaluation 
on 22 to 29 August 2012. The Annual Financial Statements for the 2011/12 financial 
year were also attached. 

The first Draft Annual Report for the 2011/12 financial year is therefore submitted to 
Council for consideration. 

3. Financial Implications 

There will be costs related to the printing of the Annual Report once it has been 
approved/adopted by Council. 

4. Human Resource Implications 

There are no HR implications for now. 

5. Legal Implications 

In terms of section 127(2) of the Local Government: Municipal Finance Management 
Act, 2003 (Act No 56 of 2003) the executive mayor must within seven months after 
the end of the financial year table in the municipal council the annual report of the 
municipality and any other municipal entity under die municipality’s sole or shared 
control. 

6. Recommendation 
That 

1. Council comments on the Draft Annual Report for the 2011/12 financial year 
and makes a statement as to whether Council: 




a) Approves the Annual Report with or without reservations; 

b) Rejects the Annual Report; 

c) Refers the Annual report back for revision of those components that 
can be revised. 

Council refers the Draft Annual Report for the 2011/12 financial year to the 
Oversight Committee and the Audit Committee. 



CONFIDENTIAL 


MC 28/11/2012 


M01/10/12/R ANNUAL REPORT : SUBMISSION AND TABLING OF THE FIRST DRAFT ANNUAL 
REPORT FOR THE 2011/12 FINANCIAL YEAR (2/1/8) 


CL1.299 Recommended 

That 

1. Council comments on the Draft Annual Report for the 2011/12 financial year and 
makes a statement as to whether Council: 

a) Approves the Annual Report with or without reservations; 

b) Rejects the Annual Report; 

c) Refers the Annual report back for revision of those components that can be 
revised. 

2. Council refers the Draft Annual Report for the 2011/12 financial year to the Oversight 
Committee and the Audit Committee. 




GLOSSARY 


Accessibility indicators 

Explore whether the intended beneficiaries are able to access services or outputs. 

Accountabiiity documents 

Documents used by executive authorities to give “full and regular” reports on the matters under 
their control to Parliament and provincial legislatures as prescribed by tbe Constitution. This 
includes plans, budgets, in-year and Annual Reports. 

Activities 

Tbe processes or actions that use a range of inputs to produce tbe desired outputs and 
ultimately outcomes. In essence, activities describe "what we do". 

Adequacy indicators 

Tbe quantity of input or output relative to the need or demand . 

Annuai Report 

A report to be prepared and submitted annually based on tbe regulations set out in Section 121 
of tbe Municipal Finance Management Act. Sucb a report must include annual financial 
statements as submitted to and approved by tbe Auditor-General. 

Approved Budget 

Tbe annual financial statements of a municipality as audited by the Auditor-General and 
approved by council or a provincial or national executive. 

Baseiine 

Current level of performance that a municipality aims to improve when setting performance 
targets. The baseline relates to tbe level of performance recorded in a year prior to tbe planning 
period. 

Basic municipai service 

A municipal service that is necessary to ensure an acceptable and reasonable quality of life to 
citizens within that particular area. If not provided it may endanger the public bealtb and safety or 
the environment. 

Budget year 

The financial year for which an annual budget is to be approved - means a year ending on 30 

June. 

Cost indicators 

Tbe overall cost or expenditure of producing a specified quantity of outputs. 

Distribution indicators 

Tbe distribution of capacity to deliver services. 

Financiai Statements 

Includes at least a statement of financial position, statement of financial performance, casb-flow 
statement, notes to these statements and any other statements that may be prescribed. 

General Key performance 
indicators 

After consultation with MECs for local government, the Minister may prescribe general key 
performance indicators that are appropriate and applicable to local government generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of outputs. Inputs are "what we 
use to do the work". They include finances, personnel, equipment and buildings. 

Integrated Development Plan 
(IDP) 

Set out municipal goals and development plans. 

National Key Performance Areas 

Service delivery and infrastructure 

Economic development 

Municipal transformation and institutional development 

Financial viability and management 

Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the consequence of achieving specific 
outputs. Outcomes should relate clearly to an institution's strategic goals and objectives set out 
in its plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. Outputs may be defined as 
"what we produce or deliver". An output is a concrete achievement (i.e. a product such as a 
passport, an action such as a presentation or immunization, or a service such as processing an 
application) that contributes to the achievement of a Key Result Area. 

Performance Indicator 

Indicators should be specified to measure performance in relation to input, activities, outputs, 
outcomes and impacts. An indicator is a type of information used to gauge the extent to which an 
output has been achieved (policy developed, presentation delivered, service rendered) 

Performance Information 

Generic term for non-financial information about municipal services and activities. Can also be 
used interchangeably with performance measure. 

Performance Standards 

The minimum acceptable level of performance or the level of performance that is generally 
accepted. Standards are informed by legislative requirements and service-level agreements. 
Performance standards are mutually agreed criteria to describe how well work must be done in 
terms of quantity and /or quality and timeliness, to clarify the outputs and related activities of a 
job by describing what the required result should be. In this EPMDS performance standards are 
divided into indicators and the time factor. 

Performance Targets 

The level of performance that municipalities and its employees strive to achieve. Performance 
Targets relate to current baselines and express a specific level of performance that a 
municipality aims to achieve within a given time period. 

Service Delivery and 

Budget Implementation Plan 

Detailed plan approved by the mayor for implementing the municipality’s delivery of services; 
including projections of the revenue collected and operational and capital expenditure by vote for 
each month. Service delivery targets and performance indicators must also be included. 

Vote 

One of the main segments into which a budget of a municipality is divided for appropriation of 
money for the different departments or functional areas of the municipality. The Vote specifies 
the total amount that is appropriated for the purpose of a specific department or functional area. 
Section 1 of the Local Government: Municipal Finance Management Act, 2003 (Act No 56 of 
2003) defines a “vote" as: 

a) one of the main segments into which a budget of a municipality is divided for the appropriation 
of money for the different departments or functional areas of the municipality; and 

b) which specifies the total amount that is appropriated for the purposes of the department or 
functional area concerned 





